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OpenAl Rains On The Tech Parade

Over the last couple of months, the technology sector has grossly outperformed the market, as
many other sectors have fallen victim to higher yields and oil prices. While seemingly immune to
the bond market, Tech stocks were hit late last week after the Financial Times reported that
OpenAl told investors its annualized revenue was approaching $50 billion as of the end of
September. Nine days earlier, Reuters reported the same figure at nearly $70 billion, citing people
familiar with the financials. Because OpenAl is private, both estimates came from people employed
by or briefed by the company.

The abrupt change in the forecast is probably not deception or a lower revision. It is the annualized
revenue metric itself. Annualized recurring revenue (ARR) typically means taking one month?s
revenue and multiplying by twelve. Reuters noted the issue in its own story, calling ARR ?
sometimes misleading? and discussing the multiplication problem. Different months may define
recurring differently, and different treatment of enterprise contracts can produce different answers.
OpenAl?s ARR numbers are not audited like a public company.

In leaked SEC filings for an IPO, OpenAl reported $5.7 billion of revenue in the first quarter and
$6.7 billion in the second, per the Wall Street Journal. That is $12.4 billion in the first half. Per the
FT, an &#2013266080;0penAl investor deck in September projected $36 billion for the full year.

So three different revenue numbers describe the same company: $36 billion projected for 2026,
$70 billion annualized at the end of September, and $50 billion annualized now. When valuations
are based on a self-reported, unaudited metric that can move $20 billion depending on who
provides it, the number deserves less weight than it gets, and it certainly shouldn?t affect other
companies. However, if OpenAl sees weakening revenue and earnings forecasts, the initial
negative impact on technology stocks may be correct. Unfortunately, until OpenAl goes public, it?s
largely just a guessing game!



What OpenAl has booked, and what has been claimed

Reported revenue against annuvalized run-rate figures, in billions Real Investment Advice
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Both annualized figures describe the same moment, [ate September, and both came from people briefed by the company.
They differ by $20 billion. Annualized run rate Is unaudited and typically multiplies one month's revenue by twelve.

Sources: Wall Street Journal for first- and second-quarter booked revenue of $5.7 billion and $6.7 billion; Financial Times for the 534 billion full-year
projection from an investor deck and for the approximately $50 billion annualized figure reported in October; Axios and Reuters for the nearly 570
billion annualized figure reported September 29. Booked revenue and annualized run rate measure different things and are not directly comparable;
the chart separates them for that reason. OpenAl is privately held and none of these figures are audited public filings.

What To Watch Today

Earnings
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COMPANY (TICKER) TIMING EPS EST. REV. EST.

JPMorgan Chase (JPM) BMO, ~7:00 am. $5.00 S51.58
Wells Fargo (WFC) BMO, ~7:00 a.m. $1.85 §22.2B
Johnson & Johnson (JNJ) BMO, ~6:45 a.m. $2.66 (adj.) $25.9B
Goldman Sachs (GS) BMO, ~7:30 a.m. $13.02 $16.7B
Citigroup (C) BMO, ~8:00 a.m. $2.66 822.7B

Fed speakers: Governor Waller (3:45 a.m., Al discussion, Bloomberg New Economy Forum, New Delhi),
Richmond Fed President Barkin (1:00 p.m.), Boston Fed President Collins (4:00 p.m.). The Fed is not yet in
blackout ahead of the October 27-28 FOMC meeting.

Economy
TIME (ET) RELEASE (PERIOD) PRIOR CONSENSUS FORECAST
6:00 a.m. NFIB Small Business Optimism (Sep) q8.7 98.0 06.0
8:15 a.m. ADP Employment Change, Weekly (4-wk avg) 22.75K  nfa n/a
10:00am.  Existing Home Sales (Sep, SAAR) 2.08M 2.06M 2.97M
2:00 p.m. Monthly Treasury Budget Statement (Sep) -8167B  -$28B -$25B

Market Trading Update

Yesterday, we discussed&#2013266080;the bond auctions you never hear about, and our tape
read flagged narrow market leadership, with only three of 11 sector ETFs above their 50-day
moving averages as the S&P 500 pressed against its record. Today, | want to stay with that thread,
because Spencer Jakab at the&#2013266080;Wall Street Journal&#2013266080;just put a sharper
historical frame around it.

To wit: only a third of S&P 500 members traded above their 50-day average on Friday. Since
ChatGPT?s release in November 2022, the cap-weighted index has out-earned its equal-weighted
twin by nearly 50 percentage points of total return. The kicker is the analog. The same number of
trading days after Yahoo?s April 1996 IPO, the gap was almost identical.
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Excess return of normal S&P 500 vs S&P 500 Equal Weight Index
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Mote: Yahoo's PO was on Apr. 12, 1996; ChatGPT's release date was 1,409 days ago

Notice the dark line doesn?t stop at ?You are here.? It keeps climbing for the rest of the dot-com
run before the reckoning arrives. That?s Bob Farrell?s Rule #4 in one picture. Excesses run further
than you think, but they don?t correct by going sideways.&#2013266080;The analog doesn?t tell
you to sell today. It tells you how the reversal behaves when it finally comes.

Our own read of the RSP/SPY price ratio says the rubber band is badly stretched. The ratio set a
three-year low on October 7, and its September month-end was the weakest in the decade of data
we pull. It sits 2.9% below its 50-day average and 4.2% below its 200-day. Equal weight actually
led into late February, and the ratio has given back 8.4% since its February 27 peak. Three closes
below the lower 2-standard-deviation band in September, plus an RSI that touched 21 last week,
tell me this move is mature.
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EQUAL WEIGHT VS. CAP WEIGHT: DAILY BOLLINGER BANDS

RSP/SPY price ratio (x100) - 20-day Bollinger Bands (2 and 3 SD) - 50/200-day MAs - 14-day RS (Wilder)
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Of course, the ?breadth doesn?t matter? crowd has a point. The skeptic?s rebuttal writes itself:
?Stocks have been narrow for three years, and the index keeps rising.? Fair enough. Jakab
concedes that short-term breadth readings usually flag only minor pullbacks. BUT he also shows
equal weight has beaten the S&P 500 since 1990. When it wins, it catches up far faster than
it fell behind. Such is the nature of a rubber band.

So, what do we do? We don?t abandon the leaders over one chart. We also don?t add money to
the most crowded trade in the market. The big banks kick off earnings season this morning, and
that?s a good moment to act. In the Equity Aggressive Growth model, we?re trimming mega-cap
technology winners back to target weight, and the proceeds are going toward equal-weight
laggards with improving relative strength, while stops on the leaders sit close to their 50-day
averages.&#2013266080;The gap can stretch further, as long as you aren?t the one holding
the overweight positions when it snaps back.&#2013266080;Nobody rings a bell before a
rubber band breaks. It just hurts the hand holding it.
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Breadth Moderates- Year-End Rally Ahead?

This past weekend?s Bull Bear Report laid out a condition that would make us more comfortable
about a bull market into year-end. To wit:

Oversold sectors are exactly where a broadening move has to come from, and the
equal-weight index outperformed this week. But the defensive rally came as
semiconductors fell 4.5%, with chips driving earnings growth. Evercore also counts a
record 140 S&P 500 members with negative beta, per Friday?s
commentary.&#2013266080;A record standing on a few names is NOT the same as
a broad advance.

Breadth did improve last week. As we share below, the scores for the sectors have all
gravitated toward fair value- the center of the graph. The bottom graph isolates the
changes in the absolute and relative score for the most overbought sector Technology
and those most oversold like Utilities, Real Estate, and Staples. While dispersion is still
wide, trading over the last week is a little more encouraging. It also leads to a question
of whether the years underperformers will lead a year-end rally with the high flying
technology sector falling back. Earnings, which will come out for the banks this week,
and the majority of companies over the next few weeks may be an indication of whether
that can occur.
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Bonds At 5%: Is The Ten-Year Treasury Finally A Buy?

The 10-year Treasury yield closed September north of 5.2%, the highest level in roughly 24 years.
Most of the headlines treat that as a warning. | think it?s the most interesting opportunity investors
have seen in bonds since before the Financial Crisis. The question | keep getting is simple: are

bonds at 5% actually worth owning, or is this just another trap after the worst bond bear market in
modern history?

That answer depends on three things that most mainstream coverage skips.



https://realinvestmentadvice.com/wp-content/uploads/2026/10/image-150.png
https://simplevisorinsights.com/wp-content/uploads/2026/10/1791885186_525_OpenAI-Rains-On-The-Tech-Parade.png

1. How bonds are priced,
2. Why do you own them in the first place, and
3. What the starting yield tells you about the decade ahead.

Let?s work through each one.

READ MORE?
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WHAT GOES INTO A 10-YEAR YIELD
Approximate building blocks of the 5.26% yield, late September 2026

10-YEAR YIELD

9.26%
TERM PREMIUM
Pay for locking money up 10 years.
0 . !
1.0% Driven by deficits, Treasury supply,
the Fed balance sheet and rate risk.

FUNDAMENTALS: REAL RATE
—= Real growth and productivity,
plus the Fed's expected policy path.

FUNDAMENTALS: INFLATION

Market breakeven inflation, shaped by
the inflation trend, Fed credibility,
energy prices and wages.

YIELD = INFLATION + REAL RATE + TERM PREMIUM
Source: Kim-Wright via FRED, Fed and breakeven data via Massive. Caleulations: RIA Advisors.

A 10-year yield of about 5.26% breaks into three approximate pieces. Expected inflation,
measured by the 10-year breakeven rate, is about 2.3%. The expected real short rate, the
remainder, is about 1.9%. The term premium, the extra pay for locking up money for a decade,
is about 1.0% by the Kim-Wright model. The first two are fundamentals that reflect growth,
inflation and the expected Fed path. The term premium reflects deficits, Treasury supply and
the Fed's balance sheet. Each piece comes from a different model, so the split is an estimate."

SOURCE: KIM-WRIGHT VIA FRED, EREAKEVENS VIA MASSIVE MARKET DATA. CALCULATIONS:
RIA ADVISOR3.
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FOR THE DO-IT-YOURSELF INVESTOR

Don't Invest Alone. Try
SimpleVisor.

Pro-grade research and portfolio tools, built by the RIA pros.

Tweet of the Day

FZN Joe & @JoeyGEX - 4m (e
Since March 30th.. 10 Stocks Drove 70% of the SSPX 23% Rally

via McElligott (Nomura)

S&P 500 Return Contribution Since March 30th
Ten Stocks Drove 70% of the 23% Rally
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Trading Rules With Desktop Printout

?Want to achieve better long-term success in managing your portfolio? Here are our
&#2013266080;15-trading rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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